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Financial highlights 


1980 1979 
Net income (millions of dollars) $239.5 $177.2 
Net income per common share $ 3.18 $2.56 
Net income per common share (fully diluted) $ 3.01 heed 52 
Dividends per common share $271:32 $ 0.88 
Funds from operations (millions of dollars) $364.8 $231.1 
Revenues (billions of dollars) $ 2.6 bee 2s 
Assets (billions of dollars) $ 3.6 $24 


Net income contribution and assets by business segments — 1980 


Net income Assets 


Corporate Profile: Hiram Walker-Consumers Home Ltd., with world-wide 
assets of $3.6 billion and revenues of $2.6 billion, is engaged in the distilled 
spirits, natural resource, and gas distribution businesses. The Company is the 
result of the bringing together in April of 1980 of Hiram Walker-Gooderham 
& Worts Limited with The Consumers’ Gas Company and its wholly-owned | 
subsidiary Home Oil Company Limited. Executive offices are located at 
Toronto, Ontario. The common shares of the Company are listed on several 
Canadian stock exchanges and on the New York Stock Exchange. As of 
September 30, 1980, the Company had 68,899,823 common shares, and 
13,876,829 voting preference shares outstanding, held by 59,774 shareholders. 
Company records indicate that 87 per cent of its voting shares are owned by 
shareholders resident in Canada. The Company is incorporated under the 
laws of the Province of Ontario. The Company employs 11,700 people. 
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To the shareholders 


H. Clifford Hatch, 
Chairman, left, and 
W. P. Wilder, 
President and Chief 
Executive Officer 


This annual report provides the first oppor- 
tunity for detailed comment on the perfor- 
mance of the Company since Hiram Walk- 
er-Gooderham & Worts Limited combined 
its resources in April, 1980, with those of 
The Consumers’ Gas Company and _ its 
wholly-owned subsidiary Home Oil Com- 
pany Limited. 

The financial results of the combined 
operations for the year ended September 
30, 1980, were most satisfactory. Net in- 
come was $239.5 million or $3.18 per share. 
Funds from operations were $364.8 million 
and total revenues were $2.6 billion. Com- 
parable figures for 1979 were: net income, 
$177.2 million or $2.56 per share; funds 
from operations $231.1 million; total reve- 
nues $2.1 billion. 

The annual accounts reflect equity ac- 
counting for the investment in Home Oil 
Company Limited for the first three 
months of the fiscal year and on a con- 
solidated basis since the acquisition of the 


_ balance of the shares of Home Oil in De- 
| cember, 1979. 


~ Dividends for the period were $1.32 per 
share, representing a 41.5 per cent payout 
of earnings available to the common share- 
holders. Since each of the three busi 
e Company is involved is capi- 
tal intensive, any increase in dividends 
must be related to growth in earnings. 

In the distilled spirits segment, higher 
selling prices for principal brands improved 
operating margins. Natural resource opera- 
tions benefitted from increased oil and 
natural gas prices. The earnings contribu- 
tion from the utility operation declined as 
a result of significantly warmer weather, 
continued customer conservation and in- 
creased borrowings at higher interest rates. 

Additional comments on the financial 
results and on operating highlights of the 
individual businesses are provided else- 
where in this report. 


Outlook. The combination of the busi- 
nesses of the three operating entities is 
founded upon a shared objective of creat- 
ing a significant position in the North 
American energy industry. The group will 
benefit not only from the potential for 
growth in the distilled spirits and the natu- 
ral gas distribution businesses, but its fi- 


nancial strength will enable it to partici- 
pate in energy projects that might other- 
wise have exceeded the capabilities of the 
separate companies. 

The Canadian portion of the Company’s 
resource business suffered a setback with 
the announcement on October 28 of the 
federal government’s budget and energy 
policy set forth in “The National Energy 
Program’. At the very time the Canadian 
oil and gas industry needed the support of 
government to achieve self-sufficiency in 
oil, the new policies instead substantially 
decreased the amount of money available 
to the oil companies to bring on new sup- 
plies. The Program will promote govern- 
ment ownership of the industry and in- 
crease the government's share of oil reve- 
nue. The impact of the National Energy 
Program on Home Oil will be to sub- 
stantially reduce earnings with a somewhat 
smaller reduction in cash flow from 
operations. 

In Canada, the oil and gas industry con- 
tinues to receive less than world price for 
oil, faces higher taxes, and lacks markets 
for natural gas. In the United States, the 
deregulation of prices, known revenue 
sharing arrangements between govern- 
ment and industry, and ready markets have 
combined to create a stable and attractive 
investment climate. The Company has one 


of the largest land positions of any Canadi- 


~an-companyin-the--S-—1+3 million net 


acres — as well as a ut expanding 
production base: ion and produc- 


tion activity will be increased in the United 


States through grass roots development or 
acquisition, or by a combination of both. 

In the distilled spirits segment, Hiram 
Walker-Gooderham & Worts is in a strong 
position to benefit from improved industry 
profit margins and a shift in product mix 
from the slower growth American whiskies 
to higher growth products such as li- 
queurs, cognacs, and Scotch whisky. While 


_ Canadian Club is expected to remain the 


Company’s dominant brand, much of the 
growth in earnings will come from such 
brands as Kahlua Liqueur, Courvoisier Cog- 
nac, Ballantine’s Scotch and the Hiram 


_ Walker line of cordials and liqueurs. 
The Consumers’ Gas Division, backed by 


Canada’s secure and abundant supplies of 
natural gas, and positioned in a large fran- 
chise area, looks forward to excellent long- 
term prospects for growth in earnings. In 
recent years, while customers continued to 
be added, natural gas sales volumes have 
declined. This trend resulted from the 


combination of higher prices and customer 
conservation, as well as from the loss of 
sales for the generation of electrical power. 
However, continued conversion by cus- 
tomers from oil to gas in the residential 
sector, coupled with the prospects of a rate 
increase now being considered by the reg- 
ulatory authorities, should permit much 
needed revenues to meet mounting inter- 
est costs and thereby provide a more satis- 
factory return on the growing investment 
in the utility. 


Corporate developments. Shareholders are 
being asked to consider and vote upon a 
proposed reorganization of the corpora- 
tion at shareholder meetings to be held on 
February 4, 1981. The objective is to estab- 


description of the reorganization is set 
forth in the information circular and proxy 
statement that accompanies this report. 
The corporation proposes to make avail- 
able an optional stock dividend and divi- 
dend reinvestment plan. Details of this 


plan are also provided in the information 
circular and proxy statement. 

On April 8, 1980, J. Douglas Gibson re- 
tired as Chairman of the Board of The Con- 
sumers’ Gas Company. Mr. Gibson served 
Consumers’ as a Director since 1966 and as 
its chairman since 1973. In addition, on 
May 31, 1980, Thomas Snelham retired as a 
Director of the Company. Mr. Snelham 
was Senior Vice President of Hiram Walker 
for many years and a Director since 1966. 
The Board extends to both its appreciation 
for their valuable contribution and 
counsel. 

Two directors, W. D. C. Mackenzie and 
C. S. MacNaughton, will not stand for re- 
election. The Board extends to these direc- 
tors its appreciation as well. The Board 
takes pleasure in welcoming S. G. Olson, 
formerly President and Chief Executive 
Officer of Hudson’s Bay Oil and Gas Com- 
pany Limited, who has agreed to stand for 
election as a director. 

The diligence and capability of the em- 
ployees of the Company are reflected in 
the results for the year. The Directors ex- 
tend to them their appreciation for a job 
well done. 


Submitted on behalf of the Board of Directors 


LA Lesfd Kabel iP Wee 


H. Clifford Hatch 
Chairman 


November 19, 1980 


W. P. Wilder 
President and Chief Executive Officer 
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HIRAM WALKER & SONS LIMITED. 
DISTILLERS OF "CANADIAN CLUB” WHISKY 


Distilled spirits 


Canadian Club is the 
largest selling brand in 
Canada and ranks 
among the top five in 
the United States. 


Corporate background. The historical roots 
of Hiram Walker-Gooderham & Worts 
Limited go back to 1832 when a site was 
selected in Toronto for the establishment 
of Canada’s first distillery by Gooderham & 
Worts Limited. A major step was taken in 
the mid 1920’s when Gooderham & Worts 
was brought together with Hiram Walker 
and Sons Limited of Walkerville, Ontario, a 
move that permitted the combined com- 
panies to grow rapidly with the repeal of 
prohibition in the United States in 1933. 
Hiram Walker now ranks as one of the 
world’s largest distillers. Products manufac- 
tured in Canada, the United States, Scot- 
land, France, Mexico, and Argentina are 
marketed throughout the world. In addi- 
tion, Hiram Walker markets in both Cana- 
da and the United States, brands produced 
by non-affiliated companies located pri- 
marily in Europe. Hiram Walker has a 53 
per cent voting interest in Corby Distiller- 
ies Limited which, in turn, wholly owns 
Meagher’s Distillery Limited. Hiram Walker 
employs 7,300 people. 


Marketing. International sales are an im- 
portant and growing part of Hiram Walk- 
er’s business. About 58 per cent of the 
Company’s products by volume are sold in 
the United States, 16 per cent in Canada 
and the remaining 26 per cent in Europe 
and elsewhere. 


United States. In the United States, indus- 
try sales of wines, white goods (particularly 
rum and vodka) and cordials and liqueurs 
have experienced strong growth In recent 
years. On the other hand, sales of bourbon 
and American blended whiskies have been 
decreasing. 

Canadian whiskies represent about one- 
quarter of the total whisky business in the 
United States. Canadian Club remains 
among the top five brands of all spirits sold 
and other Canadian whiskies bottled in the 
United States such as Royal Canadian, 
Walker’s Special Canadian and Gooder- 
ham’s Rich and Rare continued to make 
good progress during the year. 

Hiram Walker is strongly represented in 
the growing cordial and liqueur markets. 
Domestic cordials, marketed nationally un- 
der the Hiram Walker name, continue to 


A. E. Downing 
President, Hiram Walker - Gooderham & Worts 
Limited 


be the largest selling line in the United 
States with annual sales well in excess of 
one million cases. Sales momentum is en- 
hanced by the regular introduction of new 
products, including Hiram Walker’s Ama- 
retto and Cognac, and the aggressive mar- 
keting of traditional flavours, such as Pep- 
permint Schnapps. The proprietary liqueur 
Praline, with a taste of the “Old South”, 
continues to make satisfactory progress 
since its introduction in 1979. 

Kahlua continues to outpace the indus- 
try as the largest selling liqueur in the Unit- 
ed States. Because of its versatility, Kahlua 
enjoys wide appeal in the 20 to 44 year age 
group. 

The Company also markets Tia Maria, 
Drambuie and Courvoisier Cognac, all of 
which made satisfactory progress during 
the year. Courvoisier is among the top 
brands in the cognac category and contin- 
ues to outpace the market. 


Canada. The trend in the United States to- 
wards increased consumption of wines, 
white goods, and cordials and liqueurs is 
also evident in the Canadian market. 

Through the regular introduction of new 
products, such as Hiram Walker’s Swiss 
Chocolate Almond, the Company has 
been able to achieve an increased share of 
business. The position is maintained 
through the marketing of a limited line of 
Hiram Walker liqueurs and a full line of 
liqueurs under the Meagher brand. 

Kahlua, Tia Maria, Courvoisier and 


Drambuie, coupled with additional brands 
sold on the behalf of others, place Hiram 
Walker in a position of leadership in the 
importation of liqueurs. 

Whisky represents almost one-half of all 
distilled spirits sold in Canada, with Cana- 
dian whiskies dominating the class. Cana- 
dian Club enjoys the position of being the 
largest selling brand in Canada, regardless 
of category. 

Wiser’s DeLuxe, marketed by Corby Dis- 
tilleries, as well as other brands, such as 
Hiram Walker’s Special Old, account for a 
significant share of the Company’s whisky 
business. 

Ballantine’s Scotch is in second place 
among all Scotch whiskies sold in Canada. 


International. The two international cate- 
gories with the greatest potential are 
Scotch whisky and Cognac and Hiram 
Walker has strong representation in each. 

During the 70’s, Ballantine’s consistently 
outpaced the market, eventually achieving 
first place in many important European 
Scotch whisky markets. Although the 
recession has curtailed progress, the brand 
continues to improve its market share. 
Sales of Courvoisier Cognac, another lead- 
ing seller, are also expected to resume 
more rapid growth with an improvement 
in economic conditions. 


Production. Hiram Walker distils, matures, 
blends and bottles at fully-integrated 
plants in Canada, the United Kingdom and 
Argentina. The major facilities are located 
in Walkerville and Corbyville, Ontario; Ke- 
lowna, British Columbia; Dumbarton, Scot- 
land; and Buenos Aires, Argentina. The 
combined daily capacity of all Hiram 
Walker's distilleries is approximately 
280,000 U.S. proof gallons. In addition, Hi- 
ram Walker matures, blends and bottles 
cognac at Jarnac and Cognac, France, man- 
ufactures Kahlua at Mexico City, and oper- 
ates a blending and bottling plant at Bur- 
lingame, California. Daily bottling capacity 
of all Hiram Walker facilities is approxi- 
mately 117,000 cases. 

In the United States, the Company is un- 
dertaking a major restructuring of facilities 
in response to the trend in market prefer- 
ence from the consumption of bourbon 
and American blended whiskies to the in- 
creased consumption of cordials. In May, 
1980, the distillery portion of the fully-inte- 
grated facility at Peoria, Illinois, was sold. 
As the result of the sale, the Company no 
longer distils in the United States, but con- 


tracts with independent distillers for the 
distillation and aging of bourbon and 
American blended whiskies in accordance 
with Hiram Walker specifications. The new 
method of operation is expected to result 
in cost savings in the production of these 
products. 

During the year, construction also start- 
ed on a plant at Fort Smith, Arkansas, to 
blend and bottle cordials. The plant, which 
will cost $53 million, will have a daily ca- 
pacity of 6,500 cases. Upon its completion 
in mid 1981, the blending and bottling of 
cordials at the Company’s Peoria facility 
will be discontinued. 

In 1979, Hiram Walker began construc- 
tion of a $63 million plant for bottling 
Scotch whisky at Dumbarton, Scotland, to 
complement a recently constructed blend- 
ing, barrel dumping and filling facility at 
that location. The bottling plant is sche- 
duled for completion late in 1982 and will 
increase daily bottling capacity from ap- 
proximately 15,000 cases to 40,000 cases, 
thereby enabling Hiram Walker to reduce 
its dependence on outside bottlers. 


The dinner: delicious. 
The mood:easys> 
The dessert: Kanwa Sice Cream. 7 
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Natural resources 


The Company is 
directing increased 
attention to the United 
States, including the 
Gulf of Mexico, where 
two natural gas fields 
are coming on stream. 


* 1980 production is the 
daily average for nine 
months ended September 
30. Prior years are the 
annual daily average. 


Corporate background. Incorporated in 
1929, Home Oil Company Limited now 
ranks as the fourteenth largest oil and nat- 
ural gas production company in Canada. 
Exploration activities are conducted world- 
wide with particular emphasis in Canada 
and to a growing extent in the United 
States through its affiliate) Home Pe- 
troleum Corporation. Together, the com- 
panies employ 1,300 people. 


Highlights. Exploration activities for the 
year ended September 30, 1980, were high- 
lighted by oil or natural gas discoveries in 
Canada, the United States and in In- 
donesia. On the production side of the 
business, the Company made a significant 
entry to the Canadian conventional heavy 
oil business. Plans were continued for a 
tertiary recovery scheme in the Swan Hills 
oilfield that could add substantially to 
reserves. 


Exploration. In Canada, which accounted 
for 74 per cent of exploratory and develop- 
ment drilling, two potentially significant 
gas discoveries were made in Alberta. The 
Home et al Sinclair well in the Beaverlodge 
area encountered 139 feet of net pay. The 
well, in which the Company’s interest is 25 
per cent, awaits production testing. The 
other discovery, at Wolf Creek, flowed gas 
at the rate of 9.8 million cubic feet per day 
with some condensate. Home’s interest is 
16% per cent. The Company also par- 
ticipated in two oil discoveries, one at Ir- 
vine Creek on the southeast outskirts of 
Edmonton, the other in the Edson area, 150 
miles west of Edmonton. Further evalu- 
ation is being undertaken. 

In the United States, which accounted 
for 25 per cent of exploratory and develop- 
ment drilling, the Company participated in 
three oil discoveries, two of which were in 
North Dakota, the other in Oklahoma. 
When developed, the discoveries should 
add about 200 barrels of oil per day to 
Home Petroleum’s production. A fourth oil 
discovery was made after the year end. The 
Stecker No. 1 well in Golden Valley Coun- 
ty, North Dakota, flowed 320 barrels of oil 
per day on production test. The Company 
has a 50 per cent interest. 

Internationally, the Company has a two 


A. M. Mcintosh 
President, Home Oil Company Limited 


per cent interest in an oil discovery in the 
Straits of Malacca in Indonesia that pro- 
duced oil at 7,092 barrels per day. Addi- 
tional wells to delineate the extent of simi- 
lar pools in the area will be undertaken. 
Geophysical exploration continued in the 
central interior of Guyana with the intent 
of drilling in late 1981. Three wells are 
planned for 1981 in the Canning Basin of 
Western Australia. A seismic program to 
identify potential drilling sites began in the 
Agusan/Davao basin in the Philippines. 


Production. For the nine months ended 
September 30, 1980, total Canadian and 
U.S. production of crude oil and natural 
gas liquids averaged 30,487 barrels per day 
compared with 31,094 barrels per day for 
the calendar year 1979. Acquisition of 
heavy oil producing interests and addition- 
al production from recently drilled oil 
wells was offset by the natural decline of 
production from older fields. 

Sales of natural gas averaged 130 million 
cubic feet per day for the first nine months 
of 1980, compared with 137 million cubic 
feet per day for the calendar year 1979. 
Reduction of natural gas sales reflects a 
continuation of the over-supply situation. 

Increased attention is being given to 
maximizing recovery from Home’s existing 
oil properties, including the Company’s 
largest field, Swan Hills, in north-western 
Alberta. If economics are favourable, an 
application will be made to the Alberta 
Energy Resources Conservation Board for 
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permission to extract additional oil from 
the Swan Hills Unit No. 1 reservoir through 
the injection of gas solvents. Such a 
scheme could add in excess of 20 million 
barrels of oil to the Company’s recoverable 
reserves. However, the project would in- 
volve a lead time of three years and would 
not add materially to the Company’s pro- 
duction until 1985. 

In the United States, substantial invest- 
ments continued to be made in two major 
gas fields in the Gulf of Mexico. The High 
Island Block 561 project, in which Home 
Petroleum has a 15 per cent interest, is 
expected to commence operations in 1981. 
By 1983, production rates, net to Home Pe- 
troleum, should reach four million cubic 
feet of gas per day and 200 barrels of oll 
and condensate per day. In the Texas 
Northeast Chevron project, in which 
Home Petroleum has a 20 per cent interest, 
additional development work was also un- 
dertaken during the year. The Company’s 
production share by the end of 1981 is ex- 
pected to reach nine million cubic feet of 
gas per day and 250 barrels of oil and con- 
densate per day. 


Reserves. The Company’s engineers esti- 
mate that gross proven Canadian and U.S. 
reserves of crude oil and natural gas liquids 
declined marginally from 122.7 million bar- 
rels at January 1, 1980, to 119.5 million bar- 
rels at September 30, 1980, as additions to 
reserves through development and _ ex- 
ploration fell short of replacing production 
during the period. Additional oil reserves 
were added by development drilling in the 
Lloydminster area and the Fort St. John 
area of British Columbia, and extensive de- 
velopment drilling was undertaken to 
maintain oil production from the Swan 
Hills field. 

Gross proven Canadian and U.S. reserves 
of natural gas decreased from 940.5 billion 
cubic feet at January 1, 1980, to 929.3 bil- 
lion cubic feet at September 30, 1980, as 
additions to reserves were offset by pro- 
duction. The pace of drilling in Canada to 
prove up potential gas reserves discovered 
by exploration was retarded by a lack of 
marketing opportunities due to the over- 
supply of natural gas. Development drilling 
was Carried on in the Company’s older gas 
fields and new reserves were added 
through additional development drilling in 
the Gold Creek area of the Deep Basin in 
westcentral Alberta and the shallow gas 
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area east of Edmonton. 

In late 1979, the Company made a sig- 
nificant entry into the heavy oil business 
with the acquisition of about 1,000 barrels 
per day of heavy oil production and poten- 
tial development lands in the Lloydminster 
area of Alberta. An experimental project 
was undertaken in the Leismer field in 
northeastern Alberta to investigate the pro- 
duction of heavy oil from the large reserves 
that cannot be produced by conventional 
methods. Additional steam stimulation pi- 
lot projects are planned in Leismer and in 
the Lloydminster area. 

Development of a lease in the Athabas- 
ca tar sands was continued by Gulf Re- 
sources Canada Ltd. who are spending $42 
million to earn an 83.75 per cent interest in 
the lease from Home and another compa- 
ny. Gulf completed a project involving an 
expenditure of $2.4 million during the year 
and expects to spend an additional $7.6 
million during 1981 to delineate reserves 
and to investigate a commercial project. 
After Gulf has completed its commitment, 
Home will have a 10 per cent interest in 
the lease. 


Marketing and storage. LPG marketing and 
storage revenues increased during the year, 
primarily from the strength of the butane 
market in the United States. In February of 
1980, the Company purchased additional 
LPG underground storage capacity at Con- 
way, Kansas. The acquisition increased 
Home Petroleum’s total storage capacity 
from 10 million to 15 million barrels. 


Mining. For the year ended September 30, 
1980, the Company’s silver/gold mine in 
Nevada milled marginally less ore than in 
the previous year, but higher yields per ton 
of ore processed increased silver produc- 
tion from 397,084 ounces to 481,191 
ounces. Gold production at 9,002 ounces 
was slightly less than a year earlier. The 
benefit of underground development work 
now being carried out is expected to be 
reflected in improved operating perform- 
ance. 

Feasibility studies continued on the 
large Elk River metallurgical coal property 
in southeastern British Columbia. The 
Company has a 25 per cent interest, plus a 
royalty interest, in the property. Thermal 
coal markets in the Far East and Europe are 
being sought for a portion of the Compa- 
ny’s Blairmore deposits in Alberta. 


Review of operations / Natural gas distribution 
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Customer demand 1976 1977 1978 1979 1980 
(Billions of cubic feet) 

Residential 66 73 74 74 74 

Commercial and Industrial 188 200 206 209 207 

Thermal Generation 53 46 30 2} 5 


Total 307 312 310 304 286 
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Natural gas distribution 


Paced by residential 
conversions from oil to 
natural gas, the total 
number of customers 
served reached a record 
631,000. 


Corporate background. Consumers’ Gas 
was established in 1848 to distribute man- 
ufactured gas in the City of Toronto, with 
natural gas being introduced in 1955. Con- 
sumers’ Is Now One of Canada’s largest gas 
distribution utilities serving residential, 
commercial and industrial customers in 
communities in central and eastern On- 
tario, western Quebec and in northern 
New York State. The areas served in On- 
tario and Quebec have a population of 
over 4.6 million, more than 19 per cent of 
the total Canadian population. In addition 
to its gas distribution activities, Consumers’ 
is engaged in natural gas production, pri- 
marily from wells located in Lake Erie, con- 
tract well drilling in Ontario and the north- 
eastern United States, the operation of a 
major underground gas storage facility in 
southwestern Ontario, appliance merchan- 
dising and rentals, and international con- 
sulting. Consumers’ employs 3,100 people. 


Gas supply. Substantially all of Consumers’ 
natural gas requirements are purchased 
under long term contracts with Trans- 
Canada PipeLines Limited. The major sup- 
ply contracts provide for the delivery of up 
to 309 billion cubic feet of gas per year 
until 1995. In addition, supply contracts 
with TransCanada provide for the delivery 
of up to 9.6 billion cubic feet of gas per 
year to the Company’s New York State gas 
distribution utility. 

The federal government’s National Ener- 
gy Program introduced a natural gas tax 
effective November 1, 1980, of 30 cents per 
thousand cubic feet. This tax effectively in- 
creased the price of natural gas purchased 
by Consumers’ to approximately $2.90 per 
thousand cubic feet. The National Energy 
Program also provides that the price of nat- 
ural gas will increase at a lower rate than 
the price of oil over the next few years. 


Marketing. Increasing public awareness of 
natural gas as a secure, convenient and less 
costly source of energy contributed to an 
unprecedented demand for service during 
the year ended September 30, 1980. A rec- 
ord number of service additions brought 
the total number of customers served to 
631,000 compared with 588,000 a year ear- 
lier. It is anticipated that customer addi- 


R. W. Martin 
Executive Vice President — Utility Operations 


tions will continue at high levels through- 
out the mid 1980's. The volumes of gas 
sold in 1980 amounted to 286.1 billion cu- 
bic feet compared with 303.6 billion cubic 
feet in 1979. Milder weather, continued 
customer conservation in all market sec- 
tors, a downturn in the economy, and a 
reduction of 16.0 billion cubic feet in deliv- 
eries to Ontario Hydro’s R. L. Hearn Gene- 
rating Station in Toronto more than offset 
the additional volumes resulting from the 
addition of new customers. 


Residential. Residential sales accounted for 
25.8 per cent of total sales in 1980. The 
volume sold in this market increased by 0.2 
billion cubic feet over last year. Of the 
heating addition customers signed, 29,136 
were added from conversions from oil to 
natural gas, Compared with 13,500 last year, 
and 17,411 resulted from new residential 
construction, compared with 19,453 a year 
ago. The Company continues to install nat- 
ural gas in nearly 90 per cent of new 
homes constructed within its franchised 
areas. 

The Company continued active support 
of research programs, through the Canadi- 
an Gas Research Institute, into the devel- 
opment of more energy efficient appli- 
ances. 


Commercial. Sales in this market sector ac- 
counted for 35.5 per cent of total sales vol- 
umes in 1980. Customer additions totalled 
5,686 compared with 3,200 in 1979. Of the 
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new customers in this category, 2,107 
represented conversions from other fuels 
and 3,579 resulted from the selection of 
gas for use in new commercial buildings. 
Despite the dramatic increase in the num- 
ber of commercial customers, gas sales at 
101.7 billion cubic feet remained relatively 
unchanged from the 101.2 billion cubic 
feet in 1979. 


Industrial. Sales in the industrial market, 
which accounted for 36.7 per cent of total 
sales volumes, were 105.1 billion cubic feet 
compared with 107.6 billion cubic feet in 
1979. The primary competition in the in- 
dustrial sector is provided by residual fuel 
oil which continued to be sold at unit 
prices designed to reduce surplus invento- 
ry levels. Growth in the small and medium 
sized portion of the commercial and indus- 
trial market sector is expected to continue 
through the 1980's and, while the large vol- 
ume industrial market is relatively saturat- 
ed, a moderate number of customer addi- 
tions are anticipated in this market as well. 


Thermal generation. Ontario Hydro has 
purchased natural gas for use at the Hearn 
generating station in Toronto since 1971. 
After peaking in 1975 at 61 billion cubic 
feet, sales have declined in each successive 
year, reflecting both a drop in electrical 
generating requirements and the low cost 
of imported coal, an alternate energy 
source for this customer. In 1980, sales to- 
talled 5.6 billion cubic feet, or two per cent 
of total sales, compared with 21.4 billion 
cubic feet in 1979. Sales will be reduced 
further in 1981 and will amount to approxi- 
mately 0.3 billion cubic feet annually. 


Merchandising. The Company’s appliance 
merchandising program, operated through 
a chain of company-owned retail stores 
and display centres, realized gross reve- 
nues of $10.9 million in 1980, compared 
with $10.6 million in 1979, despite an in- 
dustry downturn in appliance sales. 


Regulation. The rates charged by Consum- 
ers’ for the supply of natural gas to cus- 
tomers in Ontario are subject to the ap- 
proval of the Ontario Energy Board. 

Over the last decade, rates charged to 
customers have risen significantly, primari- 
ly due to increases in the Company’s cost 
of purchased gas. In addition, the impact 
of inflation on the cost of providing service 
has more than offset the significant pro- 
ductivity gains and economies of scale 
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achieved by the Company. 

On October 1, 1979, the Company was 
permitted to increase its rates to generate 
an additional $15.6 million in gross reve- 
nue based on a 1979 test year and on a 
determination that a fair and reasonable 
return on the Company’s rate base was 
10.34 per cent, including provision for a 14 
per cent return on common shareholders’ 
equity. Since October 1, 1979, the Ontario 
Energy Board has been asked to approve 
increases in rates totalling approximately 
75 cents per thousand cubic feet to recover 
increases in the cost of purchased gas, in- 
cluding the federal excise tax on gas pur- 
chases of 30 cents per thousand cubic feet 
which will become effective in early 1981. 

In June, 1980, the Company filed evi- 
dence to support a request for an addition- 
al rate increase to recover increases based 
upon the estimated cost, excluding gas 
purchase costs, of providing service 
through 1981. The application includes 
provision for a 15.5 per cent return on 
common shareholders’ equity. Hearings 
have taken place to consider this request 
and the Company is awaiting the Board’s 
decision. Based upon the current hearing, 
the Board appears to have responded to 
the need to remove “regulatory lag”. 


Exploration. Consumers’ maintained an ac- 
tive exploration and development program 
in southwestern Ontario and Lake Erie dur- 
ing the year. The Company participated in 
67 wells of which 23 were completed as 
commercial gas wells. Two additional 
wells were being drilled at year end. 

In 1980, the start up of a new Lake Erie 
gas treatment plant and gathering system 
was responsible for boosting the Compa- 
ny’s Ontario gas production to 23 million 
cubic feet per day at year end. 


Personnel. The large number of new cus- 
tomers added during the year imposed a 
challenging workload on the Company’s 
employees. They responded enthusiastical- 
ly and with dedication while maintaining 
the Company's good relationships with 
customers at a high level. 


Consolidated Statement of Income 


Hiram Walker-Consumers Home Ltd. 


EA STE LNT LE TENT ID BD TOD TEA AS UR SSE TODO SES EG EVIE J LE DA 
Year ended September 30 
1980 1979 


(Expressed in thousands 
except per share amounts) 


Revenue 
Distilled spirits $1,417,175 $1,318,904 
Natural resources 231,279 — 
Gas utility 859,054 812,897 
Other (note 6) 55,941 12,429 
2,563,449 2,144,230 
Costs and expenses 
Cost of sales and operations 
Distilled spirits 847,195 806,479 
Natural resources 82,915 — 
Gas utility 695,600 656,396 
Selling and general 362,041 300,855 
Depreciation and depletion 86,050 45,290 
Interest on long term debt 66,588 48,020 
Other interest 51,319 27 05! 
2,191,708 1,884,091 
Income before income taxes and undernoted items 371,741 260,139 
Income taxes 
Current 90,523 83,368 
Deferred (note 8) 40,399 9,998 
130,922 93,366 
Income before undernoted items 240,819 166,773 
Equity in earnings of Home Oil Company Limited 9,910 10,462 
Foreign currency translation gain (loss) (5,195) 3173 
Minority interest (6,012) (3,244) 
Net income $ 239,522 $ 177,164 
Net income per common share 
Basic $ 3.18 $ 2.56 
Fully diluted $ 3.01 $ 252 
Weighted average number of common shares outstanding 68,465 68,205 
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Consolidated Balance Sheet 


Hiram Walker-Consumers Home Ltd. 


SS FR NE La a a 
September 30 


Assets 


1980 


1979 


ee ee 


(Expressed in thousands) 


Current assets 
Cash and short term investments 
Accounts receivable 
Inventories (note 4) 
Prepaid expenses 


Investments (note 5) 


Property, plant and equipment (note 6) 
Accumulated depreciation and depletion 


Other assets and deferred charges 


$ 86,149 


353,281 
978,241 
34,618 


1,452,289 
134,113 


2,382,310 
405,443 


1,976,867 


47,391 


$3,610,660 


$ W707 


275,744 
835,847 
24,550 


1233150 
296,070 


1,260,136 
3/3315 


886,821 


31,398 


$2,447,447 


Approved by the Board: 
W. P. Wilder, Director 
A. R. Poyntz, Director 
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September 30 


Liabilities and 
_ Shareholders’ 
Equity 
Current liabilities 
Loans and notes payable 
Income and other taxes 
Accounts payable and accruals 
Dividends payable 
Current portion of long term debt 


Deferred production revenue 
Long term debt (note 7) 
Deferred income taxes (note 8) 
Minority interest 
Preference shares of a subsidiary company (note 9) 
Shareholders’ equity 
Capital stock (notes 10 and 11) 
Preference shares 
Common shares 
Retained earnings 


Deduct common shares held by Trustees at cost 


1980 


1979 


(Expressed in thousands) 


450,122 
45,011 
321,369 
29,742 
71,112 


917,356 
10,129 
671,354 
290,049 
35,949 
84,400 


374,092 
151,132 
1,079,975 
1,605,199 
3,776 


1,601,423 


$3,610,660 


$ 234,930 


53,081 
213,667 
7,521 
10,533 


DIO 732 


546,103 
137,916 
25,491 
88,000 


31227 
147,311 
957,536 


1,136,074 
5,869 


1,130,205 
$2,447,447 
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Consolidated Statement of Changes in Financial Position 


Hiram Walker-Consumers Home Ltd. 


(SESS SSA RBA I ES TS 7 A OR ED SER ES 
Year ended September 30 — 
1980 1979 


(Expressed in thousands) 
Funds were obtained from 


Operations $ 364,755 $231,145 
Issue of long term debt 81,123 95,058 
Issue of preference and common shares 347,018 40,172 

792,896 366,375 


Funds were used for 
Acquisition of Home Oil Company Limited, 


including working capital deficiency of $25,740,000 438,688 - 
Investment in Home Oil Company Limited = 58,790 
Property, plant and equipment 301,316 103,527 
Reduction in long term debt 102,225 23,235 
Dividends - 111,853 62,815 | 
Investments and other assets 597 31361 
Other items, net 16,710 3,949 
971,389 203677 
Increase (decrease) in working capital $(178,493) $ 82,698 


Consolidated Statement of Retained Earnings 


Hiram Walker-Consumers Home Ltd. 


SD EI TS oak, IB ANN CS TRIBES CSS aU a a NU LO SU ER SNC TS RN IN SERS Ne a Ny RET VS A ENTE CE) 
Year ended September 30 
1980 1979 


(Expressed in thousands) 
Balance at beginning of year 


As previously reported $ 973,498 $ 849,500 — 
Change in accounting policy (note 3) 15,962 6431 
As restated 957,536 843,069 
Net income 239,522 177,164 
Other 110 328 
1,197,168 1,020,561 
Deduct 
Dividends 
Preference shares 21,597 2,496 
Common shares 90,256 60,319 
Share issue expenses, net of income taxes 5,340 210 
117,193 63,025 
Balance at end of year $1,079,975 $ 957 536 
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Notes to Consolidated Financial Statements 
Hiram Walker-Consumers Home Ltd. 
(Tabular amounts expressed in thousands except shares and per share amounts) 


Se PE eT Oe TL ME aT TT ERT ES FO EE SED WEE ES OE PE 


1. Summary of 
significant 
accounting policies 


The Company’s accounting policies, which conform with accounting principles generally 
accepted in Canada, are summarized below: 


Principles of consolidation. The consolidated financial statements include the accounts of 
Hiram Walker-Gooderham & Worts Limited accounted for under the pooling of interests 
method of accounting whereby the financial statements are presented as if the companies 
had been combined since their inception. The accounts of all other significant subsidiaries 
have been included since dates of acquisition. Financial statements for the fiscal year 
ending August 31 are used for Hiram Walker-Gooderham & Worts Limited. 

Foreign currency translation. Current assets, except maturing inventories, and current liabi- 
lities are translated to Canadian dollars using the exchange rates at the dates of the balance 
sheets. Maturing inventories and other assets and liabilities are translated at the rates in 
effect at the time the original transactions took place. Revenue and expense items (exclud- 
ing matured inventories charged to cost of sales, depreciation and depletion, all of which 
are translated at the rate of exchange applicable to the related asset) are translated using 
the average rates of exchange throughout the period. Translation gains and losses are 
included in income. 


Inventories. \Inventories are stated at amounts not exceeding manufactured or purchased 
cost. They include substantial quantities of whiskies and cognac which will remain in 
storage over a period of years, but which are classified as current assets in accordance with 
the general practice of the distilling industry. 


Investments. Investments in joint venture companies and companies over which the Com- 
pany exercises significant influence are accounted for on the equity method. Other invest- 
ments are stated at cost. 


Property, plant and equipment. Property, plant and equipment is stated at cost except for 
gas utility plant and equipment acquired prior to 1956 which is carried at a 1955 appraised 
value of $41,000,000. The appraisal increment is included in retained earnings. Cost as it 
pertains to gas utility plant and equipment includes capitalized interest and overhead 
during construction. 

Normal retirements of assets are recorded by relieving the asset account for the cost of 
the asset and charging this amount, net of any proceeds, to accumulated depreciation or 
depletion. Upon retirement or sale of major items of property, the asset accounts are 
relieved of the cost of such property together with accumulated depreciation or depletion. 
The difference between the depreciated value of such major items and the proceeds, if any, 
is included in income. 

Maintenance and repair expenditures are charged to cost of production or other expense 
accounts. Costs of improvements which increase the service capacity or prolong the service 
life of the asset are capitalized. 

Depreciable property, plant and equipment (except for certain petroleum and mining 
equipment) is depreciated on a straight line basis at rates varying from 212% to 5% for 
buildings, 1.6% to 6.1% for utility plant and 4% to 3343% for other equipment. Production 
equipment used in petroleum and mining operations is depreciated using the unit of 
production method. 

The Company follows the full cost method of accounting for oil and gas operations 
whereby all costs of exploring for and developing oil and gas and related reserves are 
capitalized and charged against earnings. Capitalized costs include land acquisition costs, 
geological and geophysical expense, carrying charges of non-producing property, costs of 
drilling both productive and non-productive wells and overhead expense related to ex- 
ploration activities. A separate cost centre is established for each country in which the 
Company is engaged in exploration and production activities and for the Athabasca Oil 
Sands. Such costs are depleted using the unit of production method based upon estimated 
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proven developed reserves, as determined by company engineers. Costs of acquiring and | 
evaluating significant unproved properties and costs of major development projects are 
excluded from the computation of depletion until such time as additional reserves are 
proved, the project is completed, or an impairment in value has occurred. 

Mining exploration costs are charged to earnings as incurred (included in depletion) until 
such time as the presence of economically recoverable reserves is established. Subsequent 
expenditures are capitalized and charged to earnings using the unit of production method. _ 

Substantially all of the resource related activities of the Company are conducted jointly 
with others and accordingly these financial statements reflect only the Company’s propor- 
tionate interests in such activities. 


Pension plans. The Company has various pension plans covering a majority of its em- 
ployees. The plans, certain of which require contributions by participating employees, 
provide pension benefits at normal retirement age. Unamortized prior service costs for 
these plans are being funded and charged to operations over periods varying from 15 to 30 
years. 


Income taxes. Deferred income taxes are provided for all significant timing differences in 
reporting income and expenses for financial statement and tax purposes except in regulat- 
ed gas utility operations when rate and revenue structures are designed and approved not 
to recover deferred taxes in current revenues. The timing differences arise principally from 
the excess of exploration and development expenditures claimed for tax purposes over 


amounts provided for depletion in the financial statements, from differences in accounting —_- 


and tax depreciation and from special tax-deductible inventory reserves in France and the 
United Kingdom. / 
Tax-deductible inventory reserves are related to increases in the carrying value of the 


inventories. In the United Kingdom, tax deferred in a particular year due to an increase in 


inventories is forgiven after six years if inventories do not decline in that period. The 


Company provides for deferred tax each year after considering the magnitude of current — _ 


and prior years’ inventory changes and the years remaining before the related taxes may be _ 
forgiven. _ 


No provision has been made for taxes on undistributed earnings of subsidiaries nol | 
currently available for paying dividends inasmuch as such earnings have been reinvested in 


the businesses. 


2. Business 
combinations 


(a) Hiram Walker-Gooderham & Worts Limited 

On April 9, 1980, the Company and Hiram Walker-Gooderham & Worts Limited com- 
bined their businesses in a transaction accounted for using the pooling of interests method 
of accounting. The combination was effected through the issue of 1.375 common shares of 
the Company for each Hiram Walker share. The Company will issue a maximum of 
47,629,462 common shares in exchange for all of the 34,644,976 Hiram Walker shares 
outstanding. 

Summarized below are the results of operations of the two companies from the start of 
the fiscal year to April 1, 1980, the effective date of the combination, and the net assets of 
the two companies as at the effective date. 


Hiram Walker- Hiram Walker- 
Gooderham & Worts Limited Consumers Home Ltd.* Combined 
(unaudited) (unaudited) (unaudited) 
Operating Data 
Revenue $ 764,635 $ 653,168 $1,417,803 
Net income $$ 77725 $ 54154 § 131879 
Balance Sheet 
Total assets $1,340,349 $1,874,782 $3 215,131 
Total liabilities 466,751 1,160,693 1,627,444 
Minority interest 24,033 9,202 33,235 


Net assets $ 849,565 $ 704,887 $1,554,452 


*Formerly The Consumers’ Gas Company. 


(b) Home Oil Company Limited 

Effective December 31, 1979, Home Oil Company Limited became a wholly-owned 
subsidiary when the Company acquired all the outstanding shares of Home which it did 
not already own. The acquisition has been accounted for as a purchase. From the effective 
date of the acquisition, the accounts of Home Oil have been consolidated with those of 
the Company. Prior thereto, the Company accounted for its investment in Home using the 
equity method of accounting. 

The net assets acquired and consideration given as at December 31, 1979, are summa- 
rized below: 


Total assets $999,583 


Less: 

Total liabilities 3/2502 

Minority interest 6 192 
618,889 

Net assets acquired prior to December 31, 1979 210,220 

Net assets acquired as at December 31, 1979 $408,669 


Consideration 
Cash $65,177 
13,739,667 72% Convertible Voting Preference Shares, 

Group 5, First Series, par value $25.00 343,492 


$408,669 
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3. Change in 
accounting policy 


4. Inventories 


5. Investments 


6. Property, plant 
and equipment 
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(c) The following table summarizes the pro forma results of Company operations as If the 
Home acquisition had been consummated October 1, 1979. . 
Year ended 
September 30, 1980 


(unaudited) | 
Revenue $2,648,452 


Net income $ 250,656 
Basic net income per common share $ 32) 


Effective with the acquisition of Home Oil Company Limited the Company modified its full 
cost method of accounting for its oil and gas properties whereby a separate cost centre is. 
established for each country as outlined in the summary of significant accounting policies. 
Under the method previously used, Canada and the United States were included together 
as one North American cost centre. The retroactive application of the change resulted in a 
cumulative reduction in retained earnings as at October 1, 1978 of $6,431,000 and a charge 
against equity in earnings of Home in 1979 of $9,531,000. | 


September 30 
1980 1979 
Finished goods $130,100 $105,395 
Natural gas in storage 180,518 109,058 
Maturing whiskies and cognac 565,026 495885. 
Raw materials and supplies 102,597 65509 
$978,241 $835,847. 
September 30 
1980 1979. 
Companies accounted for on the equity method: 
Home Oil Company Limited $ - $176,782 Lo 
Other 38 5/6 2331 
Other investments ey, 96957 
$134,113 $296,070 


Other investments includes approximately $51 000,000 representing a 12% interest in the 
Bacardi group of companies. . 


September 30 
1980 1979 
Accumulated Accumulated 
depreciation depreciation 
Asset and depletion Asset and depletion 
Business segments 

Distilled spirits $ 406,438 $193,507 $ 402,995 $210,202 

Natural resources 1,020,510 36,393 = @ 
Gas utility 955,362 185,543 657,141 Iba ito 
$2,362,310 $405,443 $1,260,136 b3/3315 


At September 30, 1980, natural resource properties included $173,674,000 relating to un- 
proved properties which, in accordance with the Company’s accounting policy, are exclud- 
ed from depletion calculations until such time as the properties are evaluated. 

In 1979 the Company announced plans to phase out its manufacturing and bottling 


facilities in Peoria, Illinois by the end of 1981. Estimated costs of $22,900,000 related to this 
closing were provided for in fiscal 1979 and included in the statement of income for that 
year as a deduction from other revenue. 


7. Long term debt September 30 
Maturity 1980 1979 


Hiram Walker-Consumers Home Ltd. 
First Mortgage Sinking Fund Bonds (1) 

5%2% to 112% (weighted average interest rate 9.58%) 1983 to 1996 $192,413 $200,133 
First Mortgage Sinking Fund Bonds (1) 

4.85% to 8% (weighted average interest rate 6.62%) 


(U.S. $25,436,000) 1985 to 1993 29,767 30,455 
Sinking Fund Debentures (5) 

62% to 10.45% (weighted average interest rate 9.23%) 1981 to 1999 249,289 259,181 
Other 219 124 


Hiram Walker-Gooderham & Worts Limited 


Debentures 
973% 1980 20,000 20,000 
942% (U.S. $30,000,000) 1980 34,707 30,608 
114% bank loan (U.K. £4,000,000) 1982 to 1987 10,306 — 
Other 11,758 16,135 


Home Oil Company Limited 


11.50% secured bonds (2) 1986 8,625 = 
6.25% collateral trust bonds (3) : 1983 3,000 = 
9.50% debentures (U.S. $21,953,000) | 1986 25,644 a 
9.875% unsecured debentures 1998 60,000 _ 
7.25% subordinated debentures 1988 11,267 — 

Revolving bank term loan (4) 1988 70,675 - 

Bank production loan (U.S. $900,000) (4) 1983 1,053 = 


Other 13,743 a 


742,466 556,636 
Less amounts due within one year 71AA2 410,533 


$671,354 $546,103 
1. The First Mortgage Sinking Fund Bonds rank pari passu and are secured by a first fixed 


and specific mortgage, a pledge and charge on gas utility assets and a first floating charge 
on certain other assets. 


2. Secured by mortgages on various producing properties. 
3. Secured by term deposits. 
4. Secured by accounts receivable, inventory and certain oil and gas leases. 


5. Effective July 16, 1980, the interest rate on certain issues was increased by one-half of one 
percent per annum as a result of certain amendments to the Trust Indentures under which 
they were issued. 


The estimated amount of long term debt maturities and sinking fund requirements for 
the five years subsequent to September 30, 1980 are as follows: 


1981, $71,112,000; 1982, $34,132,000; 1983, $46,619,000; 1984, $37,199,000; 1985, $53,246,000. 
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8. Deferred income 
taxes 


Included in the deferred income tax provision is a credit of $9,300,000 (1979 — $11,800,000) 
representing release of deferred income taxes related to stock appreciation relief in the 
United Kingdom. The balance of such deferred income taxes accrued at September 30, 1980 
was $43,200,000 and $37,200,000 at September 30, 1979. 

Accumulated deferred income taxes not recovered in revenues from gas utility opera- 
tions and therefore not recorded in the accounts, amounted to $136,000,000 at September 
30, 1980 and $122,300,000 at September 30, 1979. 


9. Preference shares 
of a subsidiary 
company 


Dividends are payable on $46,000,000 of First Preference Shares at an annual rate of 
one-half of the published prime lending rate plus 114% and on $38,400,000 of Second 
Preference Shares at an annual rate of one-half of the published prime lending rate plus 1%. 
Annual redemption requirements are $2,000,000 to 1982, $6,000,000 to 1985 and $8,000,000 
to 1988 for the First Preference Shares and $1,600,000 to 1982, $4,800,000 to 1985 and 
$6,400,000 to 1988 for the Second Preference Shares. Under certain circumstances the 
parent company may be required to purchase these shares. 


10. Capital stock 
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Preference Shares 


Authorized (issuable in series) 
Group 1 — 125,037 shares of $100 each 
Group 2 — 5,889,600 shares of $25 each 
Group 3 — 7,733,358 shares of $20 each 
Group 4 — 20,000,000 shares of $25 each 
Group 5 — 19,993,255 shares of $25 each 
Group 6 — 1,959,521,770 shares of $0.02 each 


September 30 
1980 1979 


Shares Amount Shares Amount 


Outstanding 
Group 1 


542% Cumulative, Series A, redeemable at a oo 
premium of 1% a7 12) % 3712 38,411 $384, 

5%% cumulative, Series B, redeemable at a 
premium of 1% 66,641 6,664 68,037 6,804 

5% cumulative, Series C, redeemable at a 
premium reducing from 2% to 1% 21,275 2,128 21375 2,138 


Group 3 


9% cumulative, First Series, convertible into 
common shares at $15.00 per share up to 
November 1, 1984, redeemable at varying 
premiums reducing from $1.40 733,358 14,667 972,225 18,444 


Group 5 


72% Cumulative, voting, First Series, 
convertible into common shares at $28.00 
per share up to December 31, 1989, 
redeemable at varying premiums reducing 


from $1.875 13,876,829 346,921 = = 


$374,092 931,227 


EE aS a CTE a AE TA TE LTR RE ITE SOT OIE LY, STOOD, TESTE DDO TE TIS DEES ET OTE EL ESE ST IETS ED RTE TET OE IEE EY 


_ 11. Stock options 


7 
ft 


Common Shares September 30 
1980 1979 


Authorized 100,582,292 75,324,484 
Outstanding (including shares held by Trustees) 68,899,823 68,787,657 


Changes in Capital Stock 


Preference Shares Common Shares 
Shares Amount Shares Amount 

Balance at beginning of year $ 31,227 68,787,657 $147,311 
Issued on acquisition of Home Oil 13,739,667 343,492 
Issued on exercise of Home Oil stock 

options 143,907 3597 
Conversion of preference to common (195,612) (3,945) 257,808 3,945 
Shares held by a subsidiary company and 

fractional shares cancelled on 

combination with Hiram Walker (154,802) (234) 
Issued under the Restricted Stock Option 

Plan, for cash 9160 110 
Redeemed for cash (2,786) (279) 
Balance at end of year : $374,092 68,899,823 $151,132 


Under the terms of the Restricted Stock Option Plan, options are outstanding on 29,190 
shares at $12.00 per share. These options expire on July 5, 1982 . 

Hiram Walker-Gooderham & Worts Limited has a stock option plan for certain key 
employees. Shares to satisfy the outstanding options are purchased on the open market by 
Trustees. Options outstanding are exercisable at various dates to 1989 at prices ranging from 
$9.64 to $18.89. At September 30, 1980, options were outstanding for 427,223 shares of 
Hiram Walker-Consumers Home Ltd. The cost of shares held by the Trustees (and prior to 
the combination the cost of shares held by a subsidiary) have been deducted from Share- 
holders’ Equity in the consolidated balance sheet. Shares held at the balance sheet dates 
were 253,855 in 1980 and 529,988 in 1979. 

At September 30, 1980, the Company is obligated to issue up to 297,931 Group 5 
Preference Shares in satisfaction of Home employees stock options exercisable until 1989 
for an average option price of $13.92. 

On October 1, 1980, the Directors of the Company adopted, subject to shareholder 
approval, a Share Option Plan, whereby 4,136,850 common shares of the Company were 
reserved for issuance upon exercise of options granted under the plan. On October 20, 
1980, 737,000 options were granted to certain key employees of the Company and its 
subsidiaries and affiliated companies at an exercise price of $35.25, the quoted market value 
of the common shares on the date of grant. 
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12. Business 


The operations of the Company consist of three business segments: distilled spirits, natural 
resources and gas utility. Information for the natural resources segment is shown for the 
nine months ended September 30, 1980. Previously this segment was accounted for on an 
equity basis and included in the identifiable assets of the gas utility segment. 
Other 
United (principally . 
1980 Canada States Europe) Eliminations Consolidated © 


Operating revenue 
Distilled spirits 


$1,417,175 


Customers $ 165,844 $ 951,365 $299,966 5 
Inter-company 96,003 a 77,601 (173,604) = 
Natural resources 146,037 85,242 — — 231279. 
Gas utility 818,757 40,297 ee = 859,054 
$1,226,641 $1,076,904 $377,507 $(173,604) $2,507,506 
Operating income : ' 
Distilled spirits S$ 49650 $ 112422 $ 94,775 $ (6120) & 200077 


Natural resources 74,584 17 AS0 = - 

Gas utility 88,004 2702 =] = 
Total before undernoteditems $ 212,438 $ 132,614 $ 94,775 $ (6,120) 33,707 
Interest (1 17,907 ) : - 
Income taxes (130922) 
Equity and other income 6,001 
Foreign currency translation : 

loss fe 
Minority interest (6,012) 

$ 239,522 

Identifiable assets . —— \ 

Distilled spirits $ 306412 3% 366392 $698,118 % (10,888) | $1,440,034 | 

Natural resources 870,812 222,410 7,158 ~ 1,100,380 | 

Gas utility 1,051,957 18,289 - - 


| 1,070,246 | 


$2,289,161  % 627,091 $705,276 $ (10,888) 


Capital expenditures © 


$ 21,370 $ 51498 


Distilled spirits b 7220 3 22308 

Natural resources 81,165 60,355 4617 146,137 

Gas utility 101,784 1eo7 ~ 103,681 
$ 190,769 $ 84,560 % 25,907 S$ 30] 316 | 


Inter-company sales between geographic areas are at approximate market prices. 
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- Other 
United (principally 
1979 Canada States Europe) Eliminations Consolidated 
Operating revenue 
Distilled spirits 
Customers $ 147,801 $887 344 $283,759 $ -—- $1,318,904 
Inter-company 84,066 _ 53,513 (137,579) — 
Gas utility 786,410 26,487 - — 812,897 
$1,018,277 $913,831 $337,272 $(137,579) $2,131,801 
Operating income 
Distilled spirits $ 35,874 $ 98,135 $ 92,044 S 2382 $ 228,435 
Gas utility 89,408 4,938 = = 94,346 
Total before undernoteditems $ 125,282 $103,073 $ 92,044 S 2382 322 781 
Interest (75,071) 
Income taxes (93,366) 
Equity and other income 22891 
Foreign currency translation 
gain a1 
Minority interest (3,244) 
$ 177,164 
Identifiable assets 
Distilled spirits $ 367,280 $323,489 $614,232 $ (8,140) $1,296,861 
Gas utility 1133531 17,055 = = 1,150,586 
$1,500,811 $340,544 $614,232 $ (8,140) $2,447,447 
Capital expenditures 
Distilled spirits $ 13,357 $ 5,664 $ 13,000 $ 32,021 
Gas utility 70,714 792 = 71,506 
$ 84,071 $ 6,456 $ 13,000 $ 103,527 


Inter-company sales between geographic areas are at approximate market prices. 


Auditors’ 


Report 


To the Shareholders of Hiram Walker-Consumers Home Ltd. 


We have examined the consolidated balance sheets of Hiram Walker-Consumers Home 
Ltd. as at September 30, 1980 and 1979 and the consolidated statements of income, retained 
earnings and changes in financial position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position 
of the company as at September 30, 1980 and 1979 and the results of its operations and the 
changes in its financial position for the years then ended in accordance with generally 
accepted accounting principles applied, after giving retroactive effect to the change in 
accounting for oil and gas operations as explained in note 3 to the financial statements, on 
a consistent basis. 


Thorne Riddell Price Waterhouse & Co. 
Chartered Accountants 


Toronto, Canada 
November 19, 1980 


Financial Review 


Management's discussion and analysis of consolidated summary of operations 


30 


The 1980 financial statements of Hiram 
Walker — Consumers Home Ltd. represent 
the consolidation of three businesses that 
have fundamentally different business and 
financial characteristics. Both the 1980 and 
1979 figures consolidate the operating re- 
sults of the Distilled Spirits and Gas Utility 
segments. The Natural Resource segment 
contains the results of operations for the 
nine months to September 30, 1980. Prior 
to that the interest in Home Oil Company 
Limited was accounted for by the equity 
method. The inclusion of Home Oll’s re- 
sults on a consolidated basis for the first 
time in 1980 means that the consolidated 
figures are not comparable between 1979 
and 1980. 


Distilled spirits. The volume of goods sold 
in 1980 showed no increase over 1979. The 
increase of 7.5 per cent in sales dollars re- 
sulted from higher prices and from the 
sales of the European subsidiaries being 
translated into Canadian dollars at higher 
rates due to the increased strength of Euro- 
pean currencies. These factors, together 
with a reduction in excise tax on bottled 
goods imported into the United States, led 
to higher gross margins in 1980. 

Selling and general expenses were in- 
creased by inflation during the year and 
also by the higher translation rates for ex- 
penses in Europe. Operating income as a 
percentage of revenue increased from 17.3 
per cent in 1979 to 17.7 per cent in 1980. 

The increase in value of finished goods 
is attributable to both higher quantities 
and higher costs, but the increase in the 
carrying values of maturing inventories Is 
due, almost entirely, to higher costs and 
translation rates. 

Capital expenditures during the year 
amounted to $51.5 million. The major 
items of expenditure related to the con- 
struction of the cordial plant at Fort Smith, 
Arkansas and to the new bottling facilities 
in Scotland. 


Gas utility. Despite an unprecedented 
number of new customer additions, mainly 
in the residential category, sales volumes 
declined in 1980 over 1979 by 17.5 billion 
cubic feet. This decline was caused mainly 
by weather which was warmer, on average, 
in 1980, than 1979, increasing customer 


conservation measures, a decline in the 
business economy, particularly in the auto- 
motive and related business sectors, and 
the lower sales to the R. L. Hearn electric 
generating station. 

Sales revenues increased as a result of 
rate increases during the year to recover 
upstream increases in the price of natural 
gas aggregating 45 cents per thousand cu- 
bic feet as well as an annual increase in 
revenues of $15.6 million, effective Octo- 
ber 1, 1979, to cover operating and other 
cost increases. Operation and maintenance 
costs increased by $10 million over the 
1979 level reflecting the cost of increased 
activities resulting from the large number 
of customer additions. Staff additions and 
overtime, higher wage levels, and resulting 
related payroll costs accounted for most of 
the increase. 

Depreciation increased by $2.3 million 
as a direct result of the capital expendi- 
tures made in 1980 to service the high cus- 
tomer demand. Investment in property, 
plant and equipment increased by over 
$103 million. This level of investment, 
together with a decline in cash flow from 
operations, caused a significant increase In 
the level of borrowings and consequent 
interest expenses. 


Natural resources. The revenues for the 
nine months to September 30, 1980 in- 
creased by some 30 per cent over the equi- 
valent period of 1979. The volumes of 
crude oil sold during the two periods re- 
mained constant and gas sales declined. 
The average price received for crude oil 
increased by 19 per cent and that for gas by 
39 per cent. The revenues from LPG mar- 
keting and storage increased by 22 per 
cent, largely as a result of the strength of 
the market in the U.S.A. Sales of gold dur- 
ing the period were approximately the 
same as the corresponding period of 1979 
and sales of silver increased by some 23 
per cent. The average price received for 
these two commodities more than dou- 
bled, leading to sharply higher revenues. 
The overall costs increased significantly 
due mainly to inflation. During the period 
under review $144 million dollars of ex- 
ploration and development expenditures 
were capitalized. 


Five year review — operating results 


Revenue 
Distilled spirits 
Natural resources 
Gas utility 
Other 


Costs and expenses 
Cost of sales and operations 
Distilled spirits 
Natural resources 
Gas utility 
Selling and general 
Depreciation and depletion 
Interest on long term debt 
Other interest 


Income before income taxes and 
undernoted items 


Income taxes 
Current 
Deferred 


Income before undernoted items 

Equity in earnings of Home Oil Company 
Limited 

Foreign currency translation gain (loss) 

Minority interest 


Net Income 


1980 


$1,417,175 
231,279 
859,054 
55,941 


2,563,449 


847,195 
82,915 
695,600 
362,041 
86,050 
66,588 
51,319 


2,191,708 
371,741 


90,523 
40,399 


130,922 
240,819 


9,910 
(5,195) 
(6,012) 


$ 239,522 


1979 


1976 


AE 


(Expressed in thousands) 


$1,318,904 


OlZ697 
12,429 


2,144,230 


806,479 


656,396 
300,855 
45,290 
48,020 
27,051 


1,884,091 


260; 189 


83,368 
9,998 


93,366 
NOO7 73 


10,462 
SA73 
(3,244) 


$ 177,164 


Sil gh 29 107 


737,400 
25,714 


892271 


FD Os4 


589,465 
2553033 
38,518 
44,654 
14,262 


1,656,963 
235,290 


827272 
16,934 


99,206 
136,052 


11,890 
8,764 
(2,328) 


$ 154,378 


$ 898,402 


644,764 
13,560 


1,556,726 


6,217 


507,074 
213,205 
34,697 
40,520 
lls pyey 


1,384,965 


AAA, /O1 


70,647 
9,486 


80,133 
91,628 


9,038 
15,709 
(1,965) 


$ 114,410 


1976 


$ 871,469 


518,052 
iy7a2 


1,403,233 


569,058 


400,670 
193;197 
519) 7253 
Shy shee, 
15,184 


1,247,391 


155,842 


45,100 
24 436 


69,536 
86,306 


6,856 
(3,142) 
(1,690) 


$ 88,330 
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Distilled spirits 
Gross revenue less excise taxes and import duties (millions of dollars) 


Natural resources 
Gross wells drilled’ (working interest wells) 
Net oil wells 
Net gas wells 
Net dry wells 
Crude oil and natural gas liquids production’ (barrels per day) 
Natural gas sales’ (millions of cubic feet per day) 
Gross proven reserves 
Crude oil and natural gas liquids (millions of barrels) 
Natural gas (billions of cubic feet) 
Daily average gatherings’ (barrels) 
Cremona Pipe Line Division 
Federated Pipe Lines Ltd. 


Gas utility 

Gas supply and sendout (millions of cubic feet) 
Natural gas purchased 
Natural gas produced 


Total gas supply 
Gas into storage 
Gas out of storage 


Total gas sendout 


Gas sales to customers (millions of cubic feet) 
Residential 
Commercial 
Industrial and other 


Total sales 
Used by company 
Unbilled and unaccounted for 


Maximum daily sendout (thousands of cubic feet) 
Minimum daily sendout (thousands of cubic feet) 
Average daily sendout (thousands of cubic feet) 
Degree day deficiency? 


Number of active customers 

Cost to customers (average revenue per thousand cubic feet) 
Residential 
Commercial 
Industrial and other 

Average use per residential customer (thousands of cubic feet) 


11980 figures for the nine months ended September 30. 


2Degree day deficiency figures given, expressed in Celsius, are those for the Toronto area. The deficiency is a 
measure of coldness during the heating season and is calculated by adding together the total number of 
degrees by which the daily mean temperature fell below 18° C on those days when it did so. One degree day in 
Celsius is equal to 1.8 degree day in Fahrenheit. 


1980 1979 1978 1977 1976 
$1,008 $905 $764 $586 $548 
268 351 349 166 134 

27 29 24 10 5 

29 45 38 25 20 

23 We 26 17 19 
30,487 31,094 30,685 33,613 34,959 
130.3 137.3 125.7 115.2 119.2 
119.5 197 125.7 129.4 140.8 
929.3 940.5 895.0 785.3 758.6 
31,956 36,365 37,480 41,386 40,978 
217,538 228,663 232,812 247,612 262,559 
281,870 312,077 316,739 321,494 308,376 
4,384 3,636 3,588 2,011 1,622 
286,254 315,713 320,327 323,505 309,998 
(68,860) (71,106) (63,980) (65,522) (51,456) 
72,835 62,004 55,327 61,772 51,055 
290,229 306,611 311,674 319,755 309,597 
73,756 73,519 74,174 73,265 65,935 
101,663 101,156 101,431 101,407 93,835 
110,637 128,921 133,970 143,992 147,007 
286,056 303,596 309,575 318,664 306,777 
360 369 378 383 424 
3,813 2,646 Tea 708 2,396 
290,229 306,611 311,674 319,755 309,597 
1,734,500 1,781,200 1,755,800 1,673,000 1,589,700 
241,400 256,500 252,600 243,100 320,300 
793,000 840,000 853,000 876,000 846,000 
4,040 4246 4,434 4,355 4,026 
630,747 588,178 558,598 534,828 511,177 
$3.54 $3.18 $2.86 $2.46 $2.09 
$2.79 $2.57 $2.30 $1.98 $1.64 
$2.56 $2.26 $2.01 $1.71 $1.41 
130.4 137.8 145.4 150.3 141.4 


Senior officers 
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Hiram Walker-Gooderham & 
Worts Limited 


H. Clifford Hatch, Chairman 


A. E. Downing, President 


R. J. Tebbs, Senior 
Vice President 


J. P. Ferguson, Vice President 
and Treasurer 


J. A. Giffen, Vice President 


H. Clifford Hatch, Jr., 
Vice President 


R. M. Kippen, Secretary 
R. E. Taylor, Comptroller 


E. T. Slater, Director of 
Financial Planning 


Principal subsidiary 
companies 


O.R. Crabbe, President, Hiram 


Walker Incorporated, Detroit, 
Michigan 

C. John New, Executive Vice 
President, Hiram Walker & 
Sons Limited, Toronto, 
Ontario 


L. A. Bardsley, President, 
Hiram Walker (International) 
S.A., Montreux, Switzerland 


W. S. McCann, Managing 
Director, Hiram Walker & 
Sons (Scotland) Limited, 
Dumbarton, Scotland 


V. Baron, Managing Director, 
Hiram Walker, S.A., Buenos 
Aires, Argentina 


J. D. N. Ford, Managing 
Director, Courvoisier Limited, 
Jarnac, France 


Miss Maria Gutierrez, General 
Manager, Kahlua, S.A., Mexico 
City, Mexico 


R. W. Stevens, President, 
Maidstone Wine & Spirits Inc., 
Los Angeles, California 


J. F. Murphy, President, W. A. 
Taylor & Company, Miami, 
Florida 


G. L. Watt, Jr., President, 
Frederick Wildman & Sons 
Limited, New York, N.Y. 


Home Oil Company Limited 


A. M. McIntosh, President 


J. H. Geddes, Group 
Vice President, Operations 


W. H. Waddell, Group 
Vice President, Exploration 


H. Alfaro, Vice President, Oil 
and Gas Production 


D. E. Deakin, Vice President, 
Finance 


Guy Lokhorst, Vice President, 

Mining 

R. G. Watkins, Vice President, 

Corporate Development 

T.S. Hoar, Corporate Secretary 
E. Jorgensen, Treasurer 

G. K. Palmer, Comptroller 


J. A. Petty, Assistant Treasurer 


Home Petroleum Corporation 


R. L. Billings, Executive 
Vice President and 

Chief Operating Officer 

D. L. Brite, Vice President, 
Exploration 

G. B. Sullaway, Jr., 

Vice President, Operations 
J. R. Moore, Vice President, 
Marketing 


K. L. Wiley, Vice President, 
Administration 


Consumers’ Gas 


R. W. Martin, Executive 
Vice President, Utility 
Operations 

J. L. Aiken, Senior 

Vice President, Accounting 
and Regulation 


R. S. Lougheed, Senior 
Vice President, Gas Supply 
and Development 


A. R. MacKenzie, Senior 
Vice President, Administration 


C. F. Safrance, Senior 
Vice President, Operations 


J. |. Cuthill, Vice President, 
Exploration and Storage 


S. M. Ferris, Vice President, 
Human Resources 


T. E. Gieruszczak, 
Vice President, 
Administrative Services 


G. J. Hills, Vice President, 
Budgets and Rates 

R. |. Jones, Vice President, 
Consulting Services 

N. B. Loberg, Vice President, 
Marketing 

G. N. Milburn, Vice President, 
Regions 


G. T. Waugh, Vice President 
and Comptroller 
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Stock exchange listings 


Common shares — Toronto, Montreal, 
Alberta, Vancouver, New York 


72% Convertible Voting Preference Shares; 
9% Convertible Preference Shares; 

5% Preference Shares, Series A and B — 
Toronto, Montreal 


Market price per common share — Toronto 
Stock Exchange ; 


‘ High Low 
Fiscal 1980 1979 1980 1979 
1st Quarter ZT SN Oe 2a 17 6 
2nd Quarter aN pe Save 23% 18% 
3rd Quarter 20 ae 24 = =20% 
4th Quarter 34% 28 26% 22% 


Form 10-K 


The Company files a Form 10-K Annual 


Report with the United States Securities 
and Exchange Commission. A copy of this 
report will be made available, without 
charge, to interested shareholders upon 
written request to The Secretary, Hiram 
Walker-Consumers Home Ltd., Suite 4200, 
1 First Canadian Place, P.O. Box 90, 
Toronto, Ontario, M5X 1C5. 


Registrar and Transfer Agents 


Common Shares 

Canada Permanent Trust Company 

20 Eglinton Avenue West, Toronto 

MAR 2E2 and in Halifax, Montreal, Calgary 
and Vancouver 

Morgan Guaranty Trust Company, 

New York 


9% Convertible Preference Shares, 
The Canada Trust Company 

110 Yonge Street, Toronto M5C 1T4 
and in Halifax, Montreal, Winnipeg, 
Regina, Calgary and Vancouver 


7¥2% Convertible Preference Shares; 

5% and 542% Preference Shares, 

Canada Permanent Trust Company 

20 Eglinton Avenue West, Toronto 

MAR 2E2 and tn Halifax, Montreal, Calgary 
and Vancouver 


Trustee and Registrar 


Bonds 

5%, 4.85%, 8%%, 8%, 84%, IV¥8%, 11¥%8%, 
11%% and 107% 

First Mortgage Sinking Fund Bonds 
Canada Permanent Trust Company 

20 Eglinton Avenue West, Toronto 
MAR 2E2 


Debentures 

7%, 6%2%, 67/4%, 68% and 842% 

Sinking Fund Debentures 

Crown Trust Company 

P.O. Box 38 

1 First Canadian Place, Toronto M5X 1G4 


88%, 9.60% and 10.45% Sinking Fund 
Debentures 

National Trust Company, Limited 

21 King Street East, Toronto M5C 1B3 


62% Convertible Sinking Fund Debentures 
The Royal Trust Company 

Royal Trust Tower 

Toronto-Dominion Centre, Toronto 

M5W 1P9 
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Metric conversion Annual Meeting fe 
Canada is in the process of converting The Annual and General Meeting of 

units of measure from the traditional Shareholders of Hiram Walker-Consumers 
system to a metric base, known as the Home Ltd. will be held in the Ballroom of 
International System of Units (SI). Pending the Hotel Toronto, 145 Richmond Street 
more widely-based public acceptance and West, Toronto, Ontario, on Wednesday, 
understanding of SI units, however, February 4, 1981, at 10:30 a.m. 


operating results are in traditional units 
throughout this report. The following table 
will assist in the translation to SI units. 


Conversion factor 


1 mile = 1.609 kilometres 

1 foot = 0.305 metres 

1 cubic foot = 0.028 cubic metres 
(natural gas) 


1 barrel = 0.159 cubic meters 
(petroleum liquids) 
1 acre = (0.405 hectares 


Principal operating subsidiaries and units 


Hiram Walker-Gooderham & Worts Limited 
Corby Distilleries Limited (53% owned) 
Courvoisier Limited 

Hiram Walker & Sons, Inc. 

Hiram Walker & Sons Limited 

Hiram Walker & Sons (Scotland) Limited 
Kahlua, S.A. 

Maidstone Wine & Spirits, Inc. 

W. A. Taylor & Company 

Home Oil Company Limited 

Home Petroleum Corporation 
Scurry-Rainbow Oil Limited 

(88.5% owned) 

Westcoast Oil and Gas Corp. 

(88.5% owned) 

The Consumers’ Gas Company 

Niagara Gas Transmission Limited 

St. Lawrence Gas Company, Inc. 
Société Gazifére de Hull, Inc. 
Tecumseh Gas Storage Limited 

(50% owned) 

Underwater Gas Developers Limited 
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